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ANNUALSREPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS: 


Net income for 1964 amounted to $879,000 or $1.26 per common share. In 
1963 net income was $718,000 or $1.03 per share before taking into consideration 
a reduction of $568,000 in income taxes which increased net income to $1,286,000 
or $1.84 per share. 


The total volume of shipments during the year was slightly lower than in 
1963. However, reduced diesel-electric locomotive deliveries were almost entirely 
offset by increases in shipments of other product lines. 


During the year the delivery of thirty-seven locomotives to the National 
Railways of Mexico completed their order for eighty units. Thirty-seven units 
for the Government of India were also delivered. Shipment of twelve locomotives 
to the Canadian railways represented the largest volume in the domestic market 
since 1960. 


Volume of locomotive spare parts and rebuild services exceeded 1963 which 
previously was the highest year since the Company entered into the manufacture 
of diesel-electric locomotives. The increase occurred mainly in the domestic market 
and reflected higher parts usage resulting from heavier traffic on the Canadian 
railways. 


MLW also benefited by the upward trend in the Canadian economy in 1964, 
with deliveries of other products at higher levels. Shipments of capital goods 
consisting of heat transfer equipment, pulp and paper machinery, pumps, steel 
mill equipment and other fabricated steel products increased during the year. 
While severe competition in these lines continued to exist, the substantial increase 
in demand was helpful in obtaining better profit margins. 


The sales volume of MLW’s wholly-owned subsidiary, W. K. Davidson and 
Company Limited, was substantially higher than in the previous year. The net 
income of this company was adversely affected by a provision for bad debts result- 
ing from the bankruptcy of one of its customers. 


FINANCIAL REVIEW 
Depreciation charged to operations amounted to $382,000 as against $370,000 
for 1963. 


Additions to plant and equipment of $334,000 compare with $484,000 in the 
preceding year. 


Dividends were declared at the regular quarterly rate of 15¢ per share. 


Working capital at the year end of $9,134,000 represents an increase of 
$642,000 over the $8,492,000 balance at the end of 1963. 


INCREASE IN ISSUED CAPITAL 


On January 15, 1965, 100,000 fully paid and non-assessable shares of the 
capital stock of the Company were delivered to Worthington Corporation at 
$18.00 a share, pursuant to an agreement made on November 20, 1964 between 
the Company and Worthington Corporation, thus increasing the outstanding 
capital from 700,000 to 800,000 shares. The agreement also grants to Worthington 
an option to purchase up to an additional 100,000 common shares of MLW at the 
same price. 


The agreement will serve to strengthen the position of MLW since it will 
provide for continuity in the supply of technical data and engineering services 
as well as greater diversification in the products manufactured by MLW. Technical 
data and engineering services were furnished to MLW for many years in the past 
under a technical assistance agreement with Alco Products, Incorporated, whose 
assets, including such agreement and Alco’s holding of 118,300 common shares 
of MLW were purchased by Worthington effective December 31, 1964, for the 
account of a new company incorporated under the same name, Alco Products, 
Incorporated, under the laws of Delaware and which is a wholly-owned subsidiary 
of Worthington. 


OUTLOOK 


At the year end the backlog of unfilled orders amounted to $14,000,000 as 
compared to $18,000,000 at the same time last year. 


The backlog includes thirty-two 2400 horsepower diesel-electric locomotives 
for the Canadian Pacific Railway Company and eleven 1800 horsepower units for 
other Canadian railways. It also includes an order from Pelletier Engineering 
(International) Ltd., for 13 diesel-electric generating units for export to East 
Pakistan as part of an important power project being engineered by Pelletier and 


financed by the Canadian Government. These orders are scheduled for delivery in 
1965. 


In recent years the United States railways have been replacing smaller diesel 
locomotives with higher powered units. The Canadian Pacific order referred to 
above is the first move in this direction in Canada. This changeover represents a 
sound investment due to resultant reduced maintenance and operating costs. 


Your Company looks forward to implementation of similar programs on the other 
Canadian railways. 


MLW built 2400 HP diesel-electric locomotives are now being used by Canada’s two major railways: 
Canadian Pacific Railway Company and Canadian National Railways. 


The requirement for locomotives in the export field continues as evidenced 
by requests for quotations from various countries. In almost all cases extended 
credit terms are necessary and to a substantial extent the Company’s competitive 
position in foreign markets depends upon the availability of financing through the 
Canadian Government. 


Sales of diesel-electric replacement parts and rebuild services to the Canadian 
railways are expected to remain at about the same level as in 1964. 


The Company’s backlog of orders for heat transfer equipment, steel mill 
equipment and pumps is higher than at the same time last year. This together with 
the excellent prospects for new orders, indicates that shipments in 1965 will be 
higher than the previous year. 


As a matter of interest, since the year end your Company has contracted to 
supply steam generators, feedwater heaters, standby diesel generators and other 
equipment for an atomic power project in the State of Rajasthan, India. The 
Canadian portion of this project is being financed by the Canadian Government. 


CHANGES IN DIRECTORS AND OFFICERS 


At the Annual Meeting held on April 24, 1964 Mr. Alfred L. Penhale was 
elected to the Board of Directors. Mr. Penhale is President of Asbestos Corporation 
Limited and is a member of the Board of Directors of several other important 
Canadian companies. He replaced Rear Admiral Wilson D. Leggett, Jr., who had 
been a Director of the Company since 1955 and who retired from the Board at 
the tme of the last Annual Meeting. The Board sincerely appreciates the benefit 


of the valuable contribution made by Rear Admiral Leggett whilst a member of 
the Board. 


EMPLOYEE RELATIONS 


An increase of 6¢ per hour effective on October 26, 1964 was paid to hourly- 
rated employees under the terms of a three year labour agreement which became 
effective from October 26, 1962. Salaried employees received corresponding 
increases. 


CONCLUSION 


The Company’s Consolidated Balance Sheet as at December 31, 1964 and 
related statements of Consolidated Profit and Loss and Consolidated Earned Surplus 
for the year 1964, together with the Auditors’ Report to the Shareholders, appear 
on the following pages. Comparative figures for the previous year also are included. 


The first of 37 diesel-electric locomotives built by Montreal Locomotive Works, Limited for the 
Southern Railway of India left the port of Montreal last spring. 


The Board of Directors gratefully acknowledge the continued co-operation 
and sustained efforts of its officers and employees and the confidence and support 
of shareholders and customers. 


Respectfully submitted on behalf of the Board. 


Witiiam G. MILLER, 


Chairman of the Board 


Henry VALLE, 
President 
March 17, 1965 
Montreal, Canada. 
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Steel mill work carried out by Montreal Locomotive Works, Limited includes these furnace double 
pushers manufactured for a large Canadian steel company. 


This new Headbox is an example of what MLW can offer the pulp and paper industry under an 
exclusive Canadian agreement with J. M. Voith, G.m.b.H., Heidenheim, West Germany. Built by 
MLW, it has been installed in a Canadian kraft mill and is another benefit of internationally known 
patented designs resulting from Voith research and experience. 


MONTREAL LOCOMOTIVE WORKS, LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 


For the year ended December 31, 1964 with 
1963 figures for comparison 


1964 1963 
PC OMLeR ROM: OPEKALIONS...00s..2a0.s0..secees cus $1,937,198 $1,550,071 
[neOnlesrrOlmiInvestMnentSae «+ agume.oeam co semae 48,297 22,0No 
$1,985,495 $1,572,884 
RLOVISIONs OlIMNGOMEtaXCS... o acu hac ncn eaee Ac 1,106,190 855,089 


$ 879,305 $717,795 
Income tax reduction arising from loss carry- 
OT ATIEMAGISS 5 oo 0 Oe ae eee ae a — 568,000 


ING IG Omen Obst Gey Cal snl oes tq ec Aaase ese ewe $ 879,305 $1,285,795 


Note: Included in the charges against income from 
operations are: 


Bekele ll Of meaner i. Skt ae Anna ra teenie & $ 382,274 $ 370,190 
Remuneration of executive officers........ 131,300 112,188 
EreClOlSMlOCS mew wea oe, 0) Ut Ais Ses ss one: 13,383 12,200 
Eegalifeées andzexpense@S..... 1)... a..ea5 e055 30,004 46,538 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 


ae For the year ended December 51, 1964 with 
J 1965 figures for comparison 


1964 1963 
Pa rmecnsurOluicratuUallUalyel sth. ss saaeses Hoe ae $8,858,540 $8,210,785 
AddmNet incomedorthe year. 2.24240. 2.850.... 879,305 1,285,795 
$9,737,845 $9,496,580 
Deduct: Dividends on common stock............ 420,000 420,000 
($.60 per share) 
Write-off of goodwill and trade names 
Sve UM O WN Mea ee Eo ee ota nge oan” — 218,040 
BAe UsSUipluUssal DSCeMDer Sliccwcase sgt esos. $9,317,845 $8,858,540 


MONTREAL LOCOMOTIVE WORKS Se 
CONSOLIDATED BALANCE SHEES 


1963 FIGURES | 
ASSETS 
December 31. December 31 
1964 1963 
CURRENT ASSETS: 
Cash i atee 2 Bie ete eee $ 194,509 $ 1,341,643 
Government of Canada Bonds and term 
GepOSitS a eee ee ey ee ree 1,997,250 432,240 
(Market value, 1964 — $1,998,650; 1963 
— $432,240) 
Accounts and notes receivable, less allowance 
for doubpttUleaACCOULNTS seen acme meres trnre mare ner 3,866,814 4,357,206 
Inventories, at lower of cost or market....... 8,764,250 8,228,255 
TOtaleCUKFENTASSCLSam nine eaeeen $14,822,823 $14,359,344 
FIXED ASSETS, on basis of cost: 
and stk o eee e oe $ 32,999 
Buildings, machinery and 
GUID MeO tae see ena ee 10,635,590 10,668,589 10,454,392 
Less» Accumulated depreciation= 2322. oa 7392,002 a Vill evatale 
$ 3,276,087 $ 3,342,615 
PREPAID EXPENSES AND DEFERRED CHARGES. . 552,479 579,346 


$18,651,389 


$18,281,305 


Notes: (1) The Company claims for income tax purposes amounts for depreciation and past 
service pension costs in excess of the amounts charged to operations. This has resulted 
in provisions for income taxes in excess of the taxes otherwise payable which are 
included in “Deferred Taxes on Income” and are applicable to those future periods 
in which the amounts claimed for depreciation and past service costs may be less 


than the amounts charged to operations. 


(2) On January 15, 1965 the Worthington Corporation purchased 100,000 shares of the 
unissued common stock of the Company for $1,800,000. Worthington Corporation 
has an option which expires on May 14, 1965 to acquire a further 100,000 shares of 


the unissued common stock, at the same price. 
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WeteEe mew N eo UPD De Ra ye CG OoM PaAaNGL EFS 


foot ST ORGCERM BER 73 1, 
R COMPARISON 


1964 WITH 


LIABILITIES AND SHAREHOLDERS’ OWNERSHIP 


CURRENT LIABILITIES: 


Dividend Sspay ap Cems anny) coe eee 
ACCOUMTSBOAY ADC emma thet ta oe era ee ca 
Accrued payroll and other expenses......... 
Advances received On contractS. 7. ..4..-..: 


SAMO! MACON VAXAS. ..o-ccccnceauvvaene 
Vorall Guirrerie (Lnaloniii@S. 2. 22 ec oe eo ase 


DEFERRED TAXES ON INCOME (Note 1).......... 


SHAREHOLDERS’ OWNERSHIP: 


Common stock, without nominal or par value 
2,000,000 shares authorized 
700,000 shares issued and fully paid. .... 


ENRINIEID SUIAIRILUS., ..05ccpesoneeropdncasootuoneant 


December 31 


December 31 


1964 1963 
$ 105,000 $ 105,000 
2,934,050 4,477,133 
748,232 780,308 
1,064,960 308,486 
836,097 196,438 
$ 5,688,344 $ 5,867,365 
$ 645,200 $ 555,400 
3,000,000 3,000,000 
Sil enone) 8,858,540 
$12,317,845 $11,858,540 
$18,651,389 $18,281,305 


Signed on behalf of the Board: 


WILLIAM G. MILLER, Director 
HENRY VALLE, Director 
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AUDITORS’ REPORT 


DELOITTE, PLENDER, HASKINS & SELLS 
CHARTERED ACCOUNTANTS 


MONTREAL TORONTO HAMILTON TIMMINS SUN LIFE BUILDING, 
WINDSOR WINNIPEG REGINA CALGARY 
EDMONTON PRINCE GEORGE VANCOUVER MONTREAL 2, CANADA 


To the Shareholders of 
MONTREAL LOCOMOTIVE WORKS, LIMITED 


We have examined the consolidated balance sheet of Montreal Locomotive Works, Limited 
and its wholly-owned subsidiary companies as at December 31, 1964 and the consolidated statements 
of profit and loss and earned surplus for the year ended on that date and have obtained all the 
information and explanations we have required. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances, except for the wholly-owned subsidiary company, W. K. 
Davidson and Company Limited, whose accounts have been examined and reported on by other 
chartered accountants. 


In our opinion (which insofar as it relates to the amounts included for the subsidiary company 
whose accounts have not been examined by us is based on the report of other chartered accountants) 
and according to the best of our information and the explanations given to us and as shown by the 
books of those companies whose accounts have been examined by us, the accompanying consoli- 
dated balance sheet and consolidated statements of profit and loss and earned surplus are properly 
drawn up so as to exhibit a true and correct view of the state of the affairs of Montreal Locomotive 
Works, Limited and its wholly-owned subsidiary companies as at December 31, 1964 and the results 
of their operations for the year ended on that date, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Chartered Accountants 


January 29, 1965. 


UZ 


MLW SERVES THESE MARKETS 


TRANSPORTATION 


Diesel-electric locomotives Rapid transit cars Freight cars 
Diesel engines Locomotive renewal parts Factory rebuild services Steel tires 


NUCLEAR 


Steam generators Deuterium coolers Specialty pressure components 


PETROLEUM REFINING 


Heat exchangers Reactors Pressure vessels Condensers 
Reboilers Pumps 


CHEMICAL PROCESSING 
Heat exchangers Reactors Pumps 


STEEL 


Blast furnaces and components Process lines, major components 
Run out tables Pumps 


PULP AND PAPER 


Machinery and equipment Pumps 
MUNICIPALITIES 
Water and sewer pipe Pumps 
POWER 
Feedwater heaters Evaporators Penstocks Surface Condensers 
Deaerators Diesel generating units Pumps 


INLAND WATERWAYS 


Lock gates and machinery Welded steel pipe 
GENERAL 
Plate fabrication Marine diesel engines Machine work Weldments 


Below is an architect’s sketch of an atomic power plant being constructed by the Department of 
Atomic Energy, Government of India, with consulting engineering services supplied by Montreal 
Engineering Company and Atomic Energy of Canada. Early in 1965 MLW obtained three important 
contracts to supply equipment for this plant. 


MONTREAL LOCOMOTIVE WORKS, LIMITED 
MONTREAL, QUEBEC 
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